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Abstract
Economic development requires regional or local economic development capacity and the formulation of response to changes in
economic, technological, and social. As a result, local economic development is part of the extensive process of community
(Blair, 1995) development.
Paper points out a number of theoretical concepts in economic development, but also takes into account social cues. We thought
it appropriate to highlight the social and economic development of a county with resources, which gives them opportunities for
development. During this time hard enough, because the economic crisis everyone is studded increasingly difficult for each
country and for each county to enjoy economic development more efficient.
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1. Introduction
In the current local economic development fall within the prerogatives of local government, and other institutions
and working locally, such as chambers of commerce, professional associations and employers. An important role is
intended to return them and public-private partnerships that do not inspire enough confidence yet Vâlcea citizens as
revealed in the survey results presented in a previous chapter. The objectives of the institutions and the various
associations are full employment jobs and diversify the local economy. Practitioners need to understand that market
forces combined with non-economic variables affect the processes of economic development.
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After the start of the economic crisis of 2008, speaking more and more about the fact that if economic
development does not incorporate the principles of sustainable development, this process can create inequalities
between present and (Blakely, 2008) future. The interaction between the social and political paths they follow the
local, national and have a direct influence on the economic development of a (Blayr, Carroll, 2008) community.
Testing an econometric model by which we explain the behavior of a single endogenous variable depending on one
or more explanatory variables, it is insufficient to analyze the economic development of Vâlcea County. The method
used for this purpose is the simultaneous equations model (ESM). This method was introduced in the quantitative
research of economic phenomena of Cowles Commission at the University of (Andrei, Bourbonnais, 2008) Chicago.
We chose to test an econometric model in the Vâlcea County, inspired by his "theoretical and empirical models of
localdevelopment". The authors have developed a model mentioned above the five-year Brila County consists of
several systems of equations. We've summarized the use of a single system of four-simultaneous equations, for
which we collected data from Statistics Vâlcea County for 15 years, given the period 1995-2009.
2. Variables and model equations
Proposed model aims at economic analysis in terms of the determinants of the local economy. The existence of
the local economy of interdependent processes, the bidirectional influences between variables occurs, determine the
use of simultaneous equations econometric model.
Model consists of four equations, all of behavior and contains nine variables. The model seeks to quantify the
influence of Vâlcea county relating to business development (total number of companies), social comfort (the
amount of heat distributed, the volume of gas distributed and distributed water quantity) and the development of
public affairs (own revenues local budget) on the degree of growth factors (number of existing housing, GDP per
capita and the rate of employees (per 1,000 people) and the demographic (population density).
To write the equations of the model, we use the following notations:
AGEN_ECON = total number of companies (exogenous variable)
APA quantity of drinking water supplied (thousandm3) (exogenous variable)
DENSITY = population density (inhabitants / km2) (endogenous variable)
EN_TERM = amount of heat distributed (Gcal) (exogenous variable)
GAS = volume of gas distributed (thousandm3) (exogenous variable)
= number of existing housing HOUSING (endogenous variable)
PIB_LOC = gross domestic product per capita (endogenous variable)
R_SALARIATI = employees rate (per 1,000) (endogenous variable)
VEN_PROP = revenues of the local budget (exogenous variable)
Variable aij = coefficient in equation writing.
Identify equations model (determination of the parameters) was based on the values recorded for the variables
earlier in the period 1995 - 2009 in the county of Vâlcea.
Model consists of four simultaneous equations multifactorial linear regression (3 and 4 factorial variables) and is
designed to analyze the socio-economic activities in Vâlcea County.
Equations that compose this model have the following form:
HOUSING = a11 + a12 * AG_ECON + a13 * GAS + a14 * PIB_LOC (Equation 1)
DENSITY = a21 + a22 * EN_TERM + a23 * WATER + a24 * PIB_LOC + a25 * R_SALARIATI (Equation 2)
PIB_LOC = a31 + a32 * DENSITY + a33 * VEN_PROP + A34 * HOUSING (Equation 3)
a41 + a42 * R_SALARIATI = AG_ECON + A43 + A44 * HOUSING * PIB_LOC (Equation 4)
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3. Determination and validation of the model parameters
To obtain estimates for the parameters of a simultaneous equations model can use several (Andrei, Stancu, Iacob,
Tua, 2008) methods: indirect least squares, instrumental variables method and the method of least squares in two
phases (stages). To solve this model using the latter method, which is applied frequently in practice, both because of
the precision of the results, and because of lower volume calculations it involves comparison with other methods.
Also, the method of least squares in two stages has the advantage of mitigating the phenomenon of autocorrelation
residue.
In the first phase (stage), the estimation method consists of the equations in the form reduced by the method of
least squares ordinary (classical). Estimators of parameters obtained are then replace equations to obtain the adjusted
values of all endogenous variables (depending on the values of exogenous variables).
During the second stage, the empirical values are replaced endogenous variables on the right side of the equation
with adjusted values thereof (determined in the first phase) and estimates the parameters of each equation by the
method of least squares.
Solving the model was performed using the software package EViews. Based on the statistical data Vâlcea
County, during 1995 - 2009, we obtain the values of model parameters and significance tests that are structured in
the following table:
Table 1: Values of the coefficients of the model equations and tests of significance
System:
Estimation Method: Two-
Stage Least Squares
Date: 01/30/12 Time:
16:20
Sample: 1995 2009
Included observations: 15
Total system (balanced)
observations60
Coefficient Std. Error t-Statistic Prob.
C (1)(a11) 150,132.7 4215.146 35.61743 0.0000
C (2)(a12) 0.883127 0.347315 2.542728 0.0146
C (3)(a13) -0.002287 0.001133 -2.019423 0.0496
C (4)(a14) 1.123681 0.340199 3.303009 0.0019
C (5)(a21) 58.32681 8.951774 6.515670 0.0000
C (6)(a22) 0.002468 0.001066 2.315421 0.0253
C (7)(a23) 0.000218 0.000103 2.112447 0.0410
C (8)(a24) -0.000524 0.000175 -2.986412 0.0048
C ( 9)(a25) 0.038921 0.019038 2.044403 0.0475
C (10)(a31) -53,251.14 21468.51 -2.480430 0.0170
C (11)(a32) -31.43147 14.43628 2.177255 0.0349
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C (12)(a33) 6.841318 1.851524 3.694966 0.0006
C (13) (A34) 0.286125 0.092016 3.109523 0.0033
C (14)(a41) 1218.281 423.9362 2.873738 0.0062
C (15)(a42) -0.007882 0.003815 -2.065896 0.0448
C (16)(A43) -0.008173 0.003816 -2.141779 0.0378
C (17)(a44) 0.002381 -
2.087398
0.0427
-0.004971
determinant residual
covariance
4.05-13
Source: Table was made by the authors based on data obtained using the program EViews
Estimates of the model parameters (a11, a12, a13, ...) appear in column Coefficient the table above:
 a11= 150132,7 ...  a12 = 0,883127  a13= - 0,002287 ... 2
In the next column of Table no. 1 (Std. Error), we find the standard deviation of the estimator estimates the
parameters of the
Sa11=4215,146. Model Sa12= 0,347315 Sa13=0,001133
The tcalc calculatedt-test for the model parameters listed in the next column
(T-statistic), ... tcalc = 2,542728 tcalc = -2,019423 ...
In the last column we have information on the meaning model parameters. Specifically, in this column
benefit values for which materiality parameters are significantly different from zero:
12 =0,00% ... 13=1,46%, 13=4,96% ...
As all the values in column Prob. are lower than the 0.05 = 5%, the model coefficients are significantly different
from zero.
Shall then take each part of the model equation and analyze other statistical tests necessary to validate the
econometric model.
1. The first equation of the model, the values given in Table. 1 is
FLATS = 150,132.7 + 0.883127 * AG_ECON - 0.002287* GAS + 1.123681 * PIB_LOC
Which yielded the following results:
R-squared 0.927585 Mean dependent var 12.03223
Adjusted R-squared 0.907835 SD dependent var 0.027317
SE of regression 0.008293 Sum squared resid 0.000757
F-statistic 47.11509 Durbin-Watson stat 1.822331
Prob (F-statistic) 0.000001
Coefficient of determination (R-squared) shows that 92.7585% of the variation in the number of dwellings is due
factorial variables considered in the equation above (number of companies, the volume of gas distributed, gross
domestic product per capita), which means that these factors are essential.
The calculated value of Snedecor-Fisher test, read the line F-statistic is
Fcalc = 47,11509
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also equation is validated with a high probability (0.999999), whereas the level of significance to validate
equation (or, in other words, the probability that the equation not be valid) is very small
 = 0,0001% (On line Prob (F-statistic)).
Relevant tables of the Durbin-Watson test for significance =5% level, the number of parameters
k’= k +1=4 and the number of observations, find
d1=0,82 we d2=1,75
the calculated value of the Durbin-Watson test, the Durbin-Watson stat line is
DWcalc =1,822331€(d2, 4-d2) = (1,75;2,25), hence that residual values are not auto correlated.
2. The values given in Table. 1, the second equation of the model is
DENSITY = 58.32681 + 0.002468 * EN_TERM + 0.000218 * APA - 0.000524 * PIB_LOC+ 0.038921 *
R_SALARIATI
Also EViews software package provides the following information:
R-squared 0.917441 Mean dependent var 4.329107
Adjusted R-squared 0.884418 SD dependent var 0.037709
SE of regression 0.012820 Sum squared resid 0.001644
F-statistic 26.81562 Durbin-Watson stat 1.980852
Prob (F-statistic) 0.000025
Factorial variables in the above equation (the amount of heat distributed, the amount of drinking water distributed
per capita gross domestic product, the rate of employees) are essential factors for variable resultant (population
density) as the coefficient of determination (R-squared) has a value close to 1 (0.917441).
Levels F-calculated,read on line F-statistic, the
Fcalc =26,81562
Significance level for validating since the equation is very small  = 0,0025%  (on line Prob (F-statistic)) of 
less than 5% overall parameter estimates are significant with high probability (0.999925).
Limit lower and upper limit (critical values) for the Durbin-Watson test, corresponding to the level of 
=5% significance,the number of parameters and the number of observations, respectively, d1=0,69 are d2=1,97
Absence of autocorrelation of errors is indicated by the calculated level location test Durbin-Watson around
2. Indeed, the calculated Durbin-Watson test (Durbin-Watson stat) is
DWcalc =1,980852 €(d2, 4-d2) = (1,97;2,03)
3. Substituting the values of parameters with their estimates in Table no. 1, the third equation of the model
becomes
PIB_LOC = -53251.14 - 31.43147 * DENSITY + 6.841318 * VEN_PROP + 0.286125 * HOUSING
Software stated gives us the following information hold:
R-squared 0.933317 Mean dependent var 7.544535
Adjusted R-squared 0.915131 SD dependent var 1.285648
SE of regression 0.374538 Sum squared resid 1.543067
F-statistic 53.04349 Durbin-Watson stat 1.982191
Prob (F-statistic) 0.000001
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Share the role of factorial variables in the equation in relation to total variance of the variable result is high
because the coefficient of determination (R-squared) has the value 0.933317.
Calculated value oftest F (F-statistic) is
Fcalc =53,04349
And the model is valid with high probability (0.999999), the significance (Prob (F-statistic)) is  = 0,0001%
As we have seen above, the critical values for the Durbin-Watson test at level of  =5% significance,the
number of parameters k’= 4 and number of observations are
d1=0,82  d2=1,75
Calculated level Durbin-Watson test (Durbin-Watson state)
DWcalc =1,982191 €(d2, 4-d2) = (1,75;2,25) is, which proves the absence of autocorrelation errors.
4. Finally, the last equation of the model is
R_SALARIATI = 1218.281-0.007882 * AG_ECON - 0.008173* PIB_LOC - 0.004971 * HOUSING
on which we have the following results:
R-squared 0.633372 Mean dependent var 5.329113
Adjusted R-squared 0.533383 SD dependent var 0.108472
SE of regression 0.074097 Sum squared resid 0.060393
F-statistic 7.074218 Durbin-Watson stat 1.820709
Prob (F-statistic) 0.006443
Coefficient of determination (R-squared) which measures the variation of the variable factorial variables
influence the result has the value 0.633372, which proves that the considered factors are critical.
Significance level test F (Prob (F-statistic)) the  = 0,6443% equation is validated with a probability of 0.993557.
The absence of autocorrelation of errors is justified complicated by the fact that the calculated value of the
Durbin-Watson test (Durbin-Watson stat) we DWcalc =1,820709 €(d2, 4-d2) = (1,75;2,25) have, where d2=1,75 is the
upper limit for test Durbin-Watson the corresponding of  =5% materiality, the number of parameters k’=4 and the
number of observations.
4. Economic analysis model
As we said, estimating model parameters was performed using the method of least squares in two stages.
Applied econometric tests validate the model in all subjects and lead to the acceptance of the four functional
relationships considered. However, the variables result and factorial variables in each equation are links high
intensity.
Economic point of view, the model reveals some correlations and mutual dependencies between variables or
unequivocal social and economic nature relating to business development, business development, public,
demography, social comfort, etc..in the county of Valcea. Therefore, we can say that the model creates a conclusive
picture of the interdependencies and interactions between key indicators in developing Valcea County.
Putting together the four previously established equations, we obtain the following econometric model:
HOUSING = + 0.883127 * 150,132.7 AG_ECON - 0,002 287 * GAS + 1.123681 * PIB_LOC
DENSITY = 58.32681 + 0.002468 * EN_TERM + 0.000218 * APA - 0.000524 *PIB_LOC
 +0.038921 * R_SALARIATI
PIB_LOC = -53251.14 - 31.43147 * DENSITY + 6,841 318* VEN_PROP + 0.286125 * HOUSING
R_SALARIATI = 1218.281-0.007882 * AG_ECON - 0.008173* PIB_LOC - 0.004971 * HOUSING
Further, we intend to conduct a thorough analysis of each equation separately and then model as a whole.
Economic analysis is based primarily on estimates of model parameters. Estimate of the variable in the equation
indicates the direction and extent of the resulting variable change when this variable increases by one factor and the
other variables remain constant factor of the equation.
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First equation reveals the dependence of the number of existing homes total company volume Natural gas
distribution gross domestic product per capita. In relation to the first and last link is the type of factors directly,
which was predictable, and in relation to the second factor is the inverse influence, which at first glance may be
somewhat surprising, since we expect when you increase the volume of gas distributed to increase the number of
housing.
During the period 1995-2009 the number of dwellings increased by 13 216 dwellings, while the volume of gas
distributed greatly decreased (from 290 438 thousand m3 in 1995 to 121 167 thousand m3 in 2009). The situation
presented is justified by several aspects that still highlight. Although the gas network has expanded during this
period, the rational consumption of households, determined by gas price increases, led to lower average household
consumption. At the same time, firms and households have been using alternative sources of energy and more
companies large Vâlcea reduced activity or went bankrupt. Finally, one should note that many of the homes built
during 1995-2009 are located in areas that do not receive gas distribution network. Also, some of the buildings built
are occupied for short periods of the year (holiday homes, homes that are second or third property, homes whose
owners are working abroad and so on). Has two functional relationship expresses the dependence of
population density the amount of heat distributed, the amount of drinking water supplied, the GDP per capita and the
rate of employees. It is normal that with increasing the amount of heat distributed or quantity of water supplied to
increase population density, as indicated by this equation. The relationship shows that a rate hike employees
increases the population density. Increasing employees is the effect of an improvement in the economic situation,
which leads to an increase in population density. Therefore, both the variation of population density and rate
employees are direct effects of changing economic situation.
 Moreover, according to this equation, per capita GDP growth causes a decrease in population density, which
seems unfair. The increase of GDP per capita growth is produced, which results in an increase in population density.
Previous statement is true to the real value of GDP per capita, not necessarily the value (only if the increase covers
inflation). The real value of a macro or mezzo indicator is calculated by dividing the nominal value of the indicator
on the corresponding price index. It can be shown that if nominal GDP per capita (current prices) increase real GDP
per capita (in comparable prices of 1995 prices) decreases.
A third equation relates the resultant variable, GDP per capita and factorial variables: population density, the
revenues of the local budget and the number of existing housing.
Revenues of the local budget for the period 1995-2000, we used the corrected values, whereas in 2000 there was
an increase in the share of income through State taxes (such as income tax), which lately has been left to the local
communities. This share has increased steadily from 50% in 1999, reaching 82% in 2005, and currently remains in a 
proportion of 71.5% to the local budgets.
Coefficients are positive terms VEN_PROP and housing, which means that once to increase their own revenues
of the local budget or number of housing increases gross domestic product per capita. The term also has a negative
coefficient DENSITY, which translates into the fact that increasing population density leads to a reduction in GDP
per capita.
Fourth equation expresses the dependence of the rateemployeeofties totalbusinesses, gross domestic product per
capita and the number of existing housing. The relationship is inverse in relation to each of the factors that increase
the total number of businesses, GDP per capita or the number of existing housing determines rate decrease employee
ties.
We expect that when you increase the total number of companies to increase the number of employees and thus
the employee’s rate. This does not happen because the rate of employees is influenced directly economic situation.
When there are too many economic agents, most of them consists of companies that have a reduced activity,
resulting in a rather unfavorable economic situation and a number of employees not too big. Conversely, the number
of companies is lower, but many of them are economically strong, then the overall economic situation is favorable
one, resulting in a large number of employees.
During the period 1995-2009, the nominal value of the product GDP per capita has steadily increased, while the
rate of employees had a decreasing trend, which explains the term negativity PIB_LOC coefficient. But the real
value of GDP per capita (in comparable prices of 1995 prices) decreases. So, putting together data series on
employees and the actual rate of GDP per capita in the period 1995-2009 shows that the decline in GDP per capita
real rate decrease causes employees.
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Adding (Manole, Petrior, Tache, Pârvu) to consider some type demographic indicators (number of births the
number of deaths, number of departures residing in the county, the number of arrivals residing in the county, etc..),
health (number of physicians per 10,000 population, the number of medical staff per 10,000 inhabitants skill etc.) on
education (rate dropout, number of students per 1,000 inhabitants), on the labor market (employment rate of the
male population, the employment rate of the female population, the share of employment in agriculture, etc..) on
housing (housing with certain public utilities base), economic (labor productivity per person employed, average
earnings, etc..) tourism (number of nights spent in tourist accommodation etc.), and identifying and other functional
relationships among variables can expand local development model previously obtained . Another important
indicator for economic development as amounts accessed through European funds cannot be considered because EU
funding is not achieved since 1995.
However, based on the model forecasts can be made on the evolution of indicators used in the model. More
specifically, first, write reduced model obtained from the above model. Then, it is determined values of the variables
endogenous introducing exogenous predicted values of the variables (derived from other weather) in the scale
model. Predicted values of exogenous variables can be determined based on their time series. This forecast is based
on the assumption and future influence of each factor as expressed by the parameter estimates. Therefore, as the
economic crisis deeply affects all areas of activity in 2010-2011, the predicted values obtained should be regarded
with reservation, if not operate their correction. Moreover, as an improvement and extension of the model can be
used to develop strategies for economic and social development of Vâlcea County.
5. Local development measures and solutions. Conclusions
To mobilize local resources and energies need a shared vision of development, territorial roles identification is
necessary that rural development plans to take suitable real potential roles that are capable.
Economic recovery and acceleration sustainable development is another worthy goal to be achieved by the
public. As a first step, the Vâlcea County should consider improving road infrastructure. It aims to improve the
infrastructure needed to create an environment for their business, but also for the development of SMEs, rural
development, agriculture, and entrepreneurship. As can be seen in the slideshow above, it is recognized that local
road infrastructure is an issue in the development of the county. Representatives of urban say that some funds in this
area and that the infrastructure problem is half solved. However, the local rural complain that lack of funds from the
local budget and in terms of access to funds, say they hit the reluctance of both the County leadership support and
the lack of regional support. Thus, a measure that should achieve regional and county authorities as to support
projects in rural areas through regular meetings and effective coordination of projects financed from structural funds
and other EU funds available.
Moreover, it is important to develop selective existing industrial potential for promoting industries locating in the
county of new, innovative and highly productive branches. However, building efficient and flexible infrastructure
able to support the development of profitable activities for both contractors and the community. They would
constitute true "nurseries" successful businessman who receive financial incentives, legal and others.
Another measure aimed at unlocking the tourism potential of the district. First is required aggressive promotion
of tourism in Vâlcea County, and another measure that should take the government would open more tourist
information points. It need for close collaboration between local authorities and citizens in aim of highlighting the
countryside, due to various activities that can be undertaken in this area. Each village has its own Vâlcea county
customs and traditions which gives them unique. In addition to activities that can be practiced in this area, cultural
and folklore events may contribute to the development of tourism in these areas. Priority is designed to exploit the
tourism potential of the district by upgrading the existing targets, raising the competitive level of service quality,
developing new tourist destinations European customer requirements, which will increase the economic income
realized from tourism, the number of consumer customers, thereby improving the image of the county, thus creating
a beneficial image attracting investors.
Moreover, in the county of Vâlcea is necessary to maintain soil fertility, the interest of present and future
generations should be oriented towards the adoption of green technologies necessary to achieve a healthy food and
use chemical be rigorously controlled. The fact that the big polluters reduce their activity in the county, instead
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leaving SMEs more flexible, with greater sustainable approach to development, in accordance with current legal
provisions, created conditions for the focus on environmental quality.
Taking the fact that Vâlcea County has a comprehensive network of education and literacy is quite high
educational counseling students are required to prioritize the areas that require manpower. It is also necessary to
measure the achievement of a strategy on labor hiring experienced less than five years and even inexperienced to
harness young people with secondary and tertiary which today cannot assert locally and thus appears phenomenon
of emigration, to be stopped, given that to us as an investment county lost. I think it would be able to be taken by
companies Vâlcea support educational institutions in order to obtain skilled labor in poor areas of the labor market.
In the future, Vâlcea must harness the potential to realize the forces own development and to take the roles they
can play at the national level. It is important for the county to define product offerings and services, to identify
customers, markets, allies and competitors, to make known trump, objectives and development plans. As shown in
paper content requires transparency and correlation development plans. Local authorities need to improve the
management plan, the need for a strengthening of relations between actors and businesses or citizens. It also should
not be neglected formulation of projects and preparation of documentation for requests for co-financing to the funds.
It is necessary to establish packet priority request financing the projects, given the enormous losses means no
projects ready for next few years.
Particular attention in this regard should be paid to rural areas. Given that in rural areas there are personnel in
project management, a fact recognized even by the local, which makes a large number of places to lose funding
because unmaking acts in the best conditions. To this end the county would be a specialized person to have
subordinated a maximum of 10 municipalities that advise them in this area.
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